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June 29, 1994

By Hand
Mr. William F. Caton JU
Acting Secretary K 9 '994’
Federal Communications Commission FEDERAL Compy,
iC.
1919 M Street, NW OFFEOF e spqonkSSion

Washington, DC 20554
Re:  Notice of Inquiry
Competition in the Market for the Delivery
of Video Programming
CS Docket No. 94-48
Dear Mr. Caton:
On behalf of CellularVision of New York, L.P., enclosed please find an
original and four (4) copies of its Comments filed in response to Notice of

Inquiry in the above-referenced proceeding.

Please direct any questions regarding this matter to the undersigned.

Sincerely, M

Michael R. Gardner
Counsel, CellularVision of New York, L.P.
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Before the JUN 29 m
FEDERAL COMMUNICATIONS COMMISSION
Washington, D.C. 20554 w?&‘&““rﬁéé?ggggggﬁsm

In the Matter of

Implementation of Section 19 of
the Cable Television Consumer
Protection and Competition

Act of 1992

CS Docket No. 94-48

Annual Assessment of the Status of
Competition in the Market for the
Delivery of Video Programming

MENTS OF CELLULARVISI F NEW YORK, L.P.

CellularVision of New York, L.P. ("CYNY"), by its attorneys, hereby
files comments in response to the Notice of Inquiry ("NOI") released by the
Commission in the above-referenced proceeding on May 19, 1994, regarding
the state of competition to cable television service provided by alternative
distribution technologies.

CVNY, a partnership majority owned and controlled by the founders
of Suite 12 Group,' holds the only commercial Local Multipoint Distribution
Service ("LMDS") license issued by the Commission. Pursuant to this license,
CVNY currently offers a 49-channel alternative to cable television service to

consumers in its New York service area for only $29.95 per month., CVNY

' Suite 12 Group is the inventor of the CellularVision technology for the
Local Multipoint Distribution Service, a high quality, low cost multichannel
video distribution alternative.
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believes that the nationwide deployment of LMDS will significantly enhance
the current level of competition to cable by providing consumers throughout

the United States with a high quality, low cost video alternative to cable.

Introduction

As the Commission notes in the NOI, a primary goal of the Cable Act
of 1992 was to promote increased competition in the delivery of cable
television services. However, until such competition exists, Congress has
mandated that the Commission protect the interests of subscribers by ensuring
that the rates charged by such systems are reasonable. The Commission
describes rate regulation as a "transitional mechanism until competition
develops and consumers have adequate multichannel video programming
alternatives." See NQI, para. 2. The Commission has recognized that "only
a tiny percentage of the approximately 11,000 cable systems nationwide face
effective competition, as that term is defined by the 1992 Cable Act,"? and
thus the "vast majority" of systems are subject to rate regulation. Accordingly,
both the Commission and the cable industry have devoted an enormous
amount of resources to the implementation of the Cable Act’s rate regulation
provisions. Importantly, as "effective competition" develops in markets

throughout the country, the Commission recognizes in the NOI that it will be

2 Implementation of Sections of the Cable Television Consumer

ion_an mpetition Act, Rate Regulation, Report and Order and
Further Notice of Proposed Rulemaking, 8 FCC Rcd 5631, note 30 (1993).
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able to withdraw from the regulation of cable rates. See NOI, para. 15.

In view of the above, the great challenge for the Commission is to take
actions that will encourage the most immediate development of competitive
alternatives to cable television service — competitive alternatives which
ultimately will allow cable rates to be regulated by market forces, rather than
by the government. In view of the gross lack of competition found in today’s
cable marketplace, by promptly licensing the proven LMDS technology
throughout the nation, the Commission will provide consumers with
meaningful choices between truly competitive video outlets, thus ensuring the
most effective means to regulate the cable monopoly: through consumer-

driven robust competition in the multichannel video distribution marketplace.

Local Multipoint Distribution Servi
The CellularVision technology for LMDS is a revolutionary
multichannel video delivery system that the Commission discussed in the NOI

(at paras. 26-28) as a potential source of competition to cable.> The

> The CellularVision technology is capable of providing an array of
interactive video, telephony and data services that are discussed in greater
detail in Suite 12’s filings in CC Docket 92-297. Given this range of potential
services, the low cost, and the relatively simple infrastructure requirements of
deploying LMDS, it is an immediately available competitive alternative to
cable that allows all consumers, regardless of social or economic level, to gain
immediate access to the Information Superhighway. Also, due to its
broadband nature, LMDS can offer a number of beneficial informational
services to consumers, including public service, educational, medical and
business uses. However, in view of the focus on the instant proceeding on
alternatives to cable television service, these Comments will focus primarily
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CellularVision system for LMDS is a high quality, low cost competitive
alternative to cable service which, once licensed by the Commission beyond
the New York market, can be rapidly deployed throughout the country and
provide consumers with a highly competitive alternative source for video

services. The CellularVision system has numerous advantages over cable,

including:

. Higher quality than cable: LMDS can immediately deliver to
consumers studio quality FM-analog video with compact disc quality
audio, superior to the AM signal offered by coaxial cable. The
CellularVision technology has sufficient quality for high resolution
wide-screen television, and is able to provide a variety of interactive
services.

. Lower start-up and maintenance costs than cable: Installation of a
wireless LMDS system is less expensive and simpler than the costly
fiber optic or coaxial cable infrastructures required by its wireline
competitors; LMDS operation is consumer friendly; and maintenance
is inexpensive and simple, since there are no wires to trace or replace,
and only three components to maintain: the transmitter, a subscriber’s
four or six-inch square receive antenna and a set-top tuner. Also, the
low power level required for LMDS allows for operation during power
failures.  As a result, deployment costs the LMDS provider
approximately $300 per subscriber today — which is estimated to be
approximately one-seventh the per subscriber price of deploying a
wire-based cable system.

. Greater consumer benefits than cable: In comparison to cable, LMDS
subscribers will receive a higher quality product, with superior service,
and at a substantially lower monthly cost. For example, the studio
quality 49-channel service currently offered by CVYNY to its subscribers
costs only $29.95 per month even though it includes two premium pay
channels and numerous other tier channels that, in the aggregate,
would cost between $10 and $20 per month higher when provided by
New York area cable systems. Further, in addition to providing

on that aspect of LMDS.
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consumers with an alternative to cable service, LMDS can immediately
reach areas which are not wired for cable; in the New York
metropolitan area alone, this includes approximately 750,000
households, which often are located in lower income areas.

. Greater program diversity and localism than cable: Due to its cell-
based configuration, LMDS enjoys the added flexibility of providing
locally-focused programming and services on a cell-by-cell basis, which
allows it to promote a diversity of programming that addresses the
particular needs and demographics of subscribers in every cell. In this
regard, LMDS uniquely serves the Commission’s fundamental mandate
to promote program diversity and localism. For example, as part of its
49-channel Brighton Beach system, CVNY offers a Russian
programming channel targeted to that community’s large population of
Russian emigrants, Likewise, when CVNY expands its system into
other ethnic strongholds in the metropolitan New York area, the cell-
based, wireless LMDS system will be able to meet the special
community and educational needs of discreet groups residing within
such cells. Moreover, in a city’s financial district, such as Wall Street,
where there is an appetite for instant economic data from across the
globe, an LMDS cell could provide a range of specialized services,
including business-oriented video programming, economic data and
telephony. Also, cells based within university or medical complexes
can, in various interactive video/data/telephony contexts, be utilized
to play an important role in educational and medical activities.

Not surprisingly, the public response to the promise of the
CellularVision LMDS system has been enthusiastic and supportive. CVNY and
the related company, Suite 12, have received numerous letters of interest and
support from municipalities, educational institutions, civic organizations,
individual consumers and equipment manufacturers throughout the United
States expressing interest in the CellularVision LMDS technology. These
letters provide concrete examples of the broad-based public need for a cable

alternative that the high quality, low cost CellularVision platform for

delivering video, telephony and data services affords. The letters from various
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towns, civic organizations and consumers expressing frustration with their
franchised cable operators and searching for viable competition are
particularly relevant to the Commission’s inquiry into competition to cable;
a sampling of these letters is attached as Exhibit A.

Further, the soundness and immediate viability of the CellularVision
technology as an alternative to cable has been validated by the investment in
CVNY by leading companies in the communications industry, such as Bell
Atlantic (4.9% non-managing general partner) and Philips Electronics North
America Corporation, a U.S. subsidiary of Philips Electronics N.V. (2.5%
insulated limited partner). In addition, the prominent Wall Street financial
institution, J.P. Morgan Investment Management, has a financial interest in
CVNY. Moreover, the response to the CellularVision system’s ability to
provide a high quality, low cost alternative to cable has also been affirmative,
as reflected by several representative articles attached as Exhibit B.

As noted above, the CellularVision LMDS system currently is being
operated on a commercial basis in the Brighton Beach area of Brooklyn, New
York by CVNY. Pursuant to the only commercial license granted by the
Commission for such services, CVNY offers a 49-channel package that
includes a combination of premium channels, basic cable networks and
broadcast stations comparable to those offered by its competitors, but at a cost
of only $29.95 per month.

Through this operating system, CVNY is already demonstrating how
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LMDS, a high quality, low cost video alternative to cable, can go "toe to toe"
with the entrenched franchised cable monopolists which Congress and the
Commission seek to subject to real competition. Moreover, aided by Bell
Atlantic’s recent minority investment in CVNY, and a related agreement
whereby Bell Atlantic’'s management expertise will be utilized, CVNY
currently is aggressively deploying its commercially licensed LMDS system
and is expanding from its current base in Brooklyn throughout much of the
metropolitan New York area.

Importantly, as the Commission seeks to implement the
Administration’s goal to establish an Information Superhighway, it must be
vigilant to utilize the spectrum in a manner which not only generates
maximum auction revenues but also ensures the widest possible access to the
Information Superhighway. Universal access to that vital communications link
of the 21st century will only be realized if spectrum-efficient, low-
infrastructure cost, multipurpose communications services like LMDS are
given a high priority by the Commission.

Finally, in order to promote the broadest base of competition to cable
from the prompt licensing of LMDS, the Commission must pursue an auction
scheme designed to maximize the involvement of small business, minorities
~ and women in this new service. As Suite 12 stated in its Comments in the
competitive bidding rulemaking, PP Docket No. 93-253, fundamental to this

goal is the adoption of a realistic definition of "small business" — in the range
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of either the $100 million or less in annual revenues recommended by the
Administration in its recent statement with regard to Broadband PCS rules, or
the $75 million or less in annual revenues suggested by Suite 12.* In either
case, when dealing with small businesses, the Commission must combine a
realistic definition of small business with provisions for modest down
payments and long-term installment payments of winning auction bids in
order to ensure that small businesses owned and operated by entrepreneurs,
minorities and women can be a part of the exciting LMDS industry. By
combining the prompt licensing of LMDS on a nationwide basis with realistic
auction rules that will invite this type of small business involvement in the
licensing of LMDS, the Commission will provide for vigorous marketplace-
driven competition to cable television monopolies around the country, while
simultaneously ensuring universal access to and universal ownership interests

in the Information Superhighway.

Conclusion

The CellularVision technology for LMDS is not a theoretical concept;
it is state of the art technology that allows CVNY to currently offer a high
quality, low cost alternative to cable service on a commercial basis in New

York. Once the Commission issues licenses for LMDS throughout the nation,

* See Comments of Suite 12 Group in PP Docket No. 93-253, dated
November 10, 1993, at page 11.
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CVNY anticipates that like the cellular industry explosion of the mid-1980’s,
the communications industry and the public that will be served by LMDS will
respond aggressively to the opportunity to immediately deploy LMDS systems
throughout the country. For federal policymakers in Washington who have
long been troubled by the monopolistic influence of cable, and currently are
wrestling with the implementation of rate regulation due to the lack of
competition to cable, LMDS provides a proven, high quality, low cost and
immediate alternative service, which when licensed, will provide efficient
marketplace-driven competition to cable.

Respectfully submitted,
CellularVision of New York, L.P.

NN Y

" Michael R. Gardner
Charles R. Milkis
William ). Gildea, Il

THE LAW OFFICES OF
MICHAEL R. GARDNER, P.C.
1150 Connecticut Ave., NW
Suite 710

Washington, DC 20036
(202) 785-2828

Its Attorneys
June 29, 1994



Exhibit A

Letters from towns, civic organizations and consumers
interested in LMDS as a competitive alternative to cable
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ATE COLLEGE 5, S
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FCCMALROGY
December 20, 1993 )
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Y : c
Mr. William Caton Py %
Acting Secretary

Fedeval Communications Commission
1919 M Street N. W., Room 222
Washington, D. C. 20554

Re:  Proposed Rule Making
CC Docket
PP Docket No 93-253

Dear Mr. Caton:

The Town of Bridgewater has requested assistance with the competitive bidding licensing
procedure for Local Multi-point Distribution Service (LMDS). This letter is to indicate the
strong support of Bridgewater State College for the application. The College has been
working closely with the town in development of its proposal and we feel that allocation of a
license to the town would represent a major positive federal initistive in support of the
effective and efficient uses of emerging technologies for the betterment of the people of the
United States. Because of the unique opportunity pressnted by the relationship between
Bridgewater State Collsge and the Town of Bridgewater, there is every opportunity for the
FCC to promote strong regional collaboratives in support of President Clinton's educational
and economic development initiatives.

Bridgewater State College currently is constructing the john joseph Moakiey Center for
Technological Applications. This Center is dedicated to developing models of applications of
electronics technologies to pre-kindergarten though collegiate curricula and to directly
supporting the economic development of the southeastern Maseachusetts region. Under the
auspices of the Moakley Center, the College will be developing extensive telecommunications
and video capabilities. We aiso will be seeking licensure of two sateilite transmission dishes
that will allow both national and international two-way video and data communications.
These capabilities are specifically designed to support the educational needs of students and
teachers and to support development of the economic capacity of this region of New

England.
No. of Copies rec'd @é
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Mr. William Caton
December 20, 1993
Page 2

2357-3838!;%??%2 Itis

for schools, educators, businssses, and government officials. Because of the relative iow cost
of operating in this medium, the College would be able to offer programming at modest cost
to the client. Additionally, because of the strong institutional commitment to evaluation and

Foundation, the U. S. Department of Education, NASA, and privete sources. The College is

for exemption from the propossd suction process; thet such an exemption be granted for



CLIN FON, MASSACHUSLETIS niswo
CLINTON CABLE-TV ADVISORY COMMITTEE

Richard L. Harding, Chairman
Brian Coyme

Jason Bailey

Alan Gage

Paul Jensen (Nypro)

Stephen Kroll

Jobn Nason

Dan McLaughlin

Stanley Starr, Sr.

(508) - ne
(208 e ouas oho November 6, 1993
CELLULARVISION OF NEW YORK
CELLULARVISION TECHNOLOGIES AND
TELECOMMUNICATIONS INC.

Mr. Vahak S. Hovanian
Mr. Shant S. Hovanian

Mr. Bernard Bossard
Dag Hammarskjold Boulevard
Freeholid., New Jersey 07728

Dear Vahak:

This communication is a serious Letter of Inquiry from the
Clinton Cable-TV Advisory Committee in the central New England
town of CLINTON, MASSACHUSETTS.

we are firmly convinced WIRELESS IS THE FUTURE!

Clinton would make a model community for a future CellularVvison
site as vyour patented technology expands.

Wwe serve 10,000 subscribers within 4-towns in a 5 mile circular-
hub. Twenty seven high-tech corporations are within 10 miles of
our community. just west of Boston.

with our cable license renewal scheduled for 1996, the CCAC 1S
seriously searching for alternative competition and a wireless
“high-speed-data-access” in/out of our business sectors.

Please advise us as to what ODPortunities might become available
to Clinton, Massachusetts in the next 36 month window.

And, what steps we should take to get a working relationship with
Cellularvision and wireless technolog% for the future. Each
e

committee member has received and read the public service packet
from Cellularvision.

Sincerely,
“Rohad Lowall Ma "WRITING FOR THE INFORMATION SUPERHIGHV
Richard Lowell Hargfing CALLERS DIGEST MAGAZIN
Clinton Cable-TV Advisory Committee CLINTON, MASSACHUSETTS

' 7" RICHARD LOWELL HARDING

Award-Winning Asticles ® Reporting ® Interviews
Sold Monthly in Two Thousand Bookstores

(508) 365-9745 (MODEM/VOICE) Compuserve #7123t



CREENCRONT HOMEOWNERS ASSOCIATION
703 PELHEAN ROAD
NEN ROCNELLE, NEW YORK 10803
OCTUBER 18, 1993

Deaxr Sirs:

I am the Treasurer of the dreancroft Homeowners Association
{(*HOA%). The NOA is wmade up of approximatsly 180
condeminius tnits, located at 701 - 703 Pelbam Road in the
City of New Rothelle.

At thu{n-&up, wa are dissatisfied with the cable
television service supplied by 2CI of Weatchester. The HOA
is sesking out othar companies to supply us with cable
talevision sesvice. 1 have attached a cost cavd of our
present servive. We would appreciate if you can submit a
proposal to the HOA at the above address. If you have any
gqasstions, I oan be resached during the day at (212) $91-4214
and at night at (914) 634~1736. I am 1 forwvara ta
hear from youw shortly.

Sincerely yowurs,

Owall, Treasurer
BONEBOWHERS ASSOCIATION
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PROSPE(FT PARK SOUTH ASSOCIATION

BROOKLYN « NEW YORK

A LANDMARK DISTRICT ON THE NATIONAL REGISTER OF HISTORIC PLACES

OPMCERS
tgecepend Ssptember 29, 1893
XA Wre
Ly 1 ]
IR\, Shant Hovnenien, CEO
wl e CollularVision
R gy e RO 12, Vitage Mell
Freehoud, NJ 07728
SRR
-ua—ﬂ Dewr Mr. Homanian;
P
ACTNG TREANIER

in August | reac with gram intevest the newspaper ariioies 350Ut your cormpany wad
cmssx owsss  Wireless cabie systems. i1 is & very Umely issus 107 us sinoe we are fucing cubis invinliation
WA  harg in Prospect Park South.

CLARS OF 190e MP&MR.LM&MW“WM“M

anmonsscns Y900 30d patt of Fiwtbush, Brookiyn. it is bordered by Church Avenus, Caney lsland
Avenue, Beverly Road, and Mariborough snd Buchinghem Reads. t I @ neighbashood of

Mumen st over 200 large single-family detached homes snd two spariment bulidings. ' We sre
SERWE  very prowdd of our purk ke iandecape which was an indegral part of the argingl plan st the

cammas x oumi  turmn of the contury and part of what makes this neighbarhood histosically significant. Al
wemsnens IRy inee are undenground and we have no ielephons poles. Current cabiing plans under
soume wonmes  OWiorslion require exiensive exposed equipment with & very high sesihetic cost.  Ye

mewwy  wonder whether the newer wireless technologies may be & possibls siemative.

AR 5 som Residents i Prospect Park South heve welted very paissily for acoess 10 cable
tolavision. (1 js important that we coneidir ol the options avaliabis tn ua now or these that
ey be svaliable in the neer fiture so that we can meks sn informed .deaialion sbout the
Wevmsveser  most appropsiete instalanon.

AR K. FREDLAMDER
PP — We are vary interested in lsaming i yousr system may ba an sppropsisle ons for our
) situstion. | jouk forward to hearing from you or your representaiive st your sarlest
o1 comvenience. Thank you for your sttention o this metier.
.
WONDY wmLLEn nas Sincarely yours,
CLABY OF 1000 M%‘——
YA A
. Kurin Nye
941 Albsmaerie Road
neaL BUCATE. & . Brecidyn, NY 11218
e @18) 284-1781
COMMASTY ASTINES
MDA oY
CAREY ebamencL.

DIRECTORS MEET ON SECOND WEDNESDAY OF EACH MONTH



Exhibit B

Atricles from the press regarding
the CellularVision technology for LMDS



Ehe New York Time

Reprinted From Friday, December. 11, 1992

‘A New Microwave System
Poses Threat to Cable TV

By EDMUND L. ANDREWS
Special (0 The New York Times

WASHINGTON, Dec. 10 — The
Federal Communications Com-
mission approved a new micro-
wave technology today to trans-
mit simultaneously dozens of
channels of television, telephone
calls and large amounts of data.

The system, which would use
superhigh-frequency radio sig-
nals to deliver up to 49 television
channels, could pose a threat to
the virtual monopoly that cable
television systems enjoy today in
most cities. The system was re-
cently introduced, on an experi-
mental basis, to homes in Brigh-
ton Beach, Brooklyn.

One big advantage to the tech-
nology is that it avoids the need to
spend millions of dollars to lay
cables to every home in a city, a
cost that is passed on to cable
television subscribers.

Once Considered Unusable

The main innovation of the new
technology is its use of extremely
high-frequency microwaves to
transmit information. Untii now,
these radio frequencies — far
higher than the UHF and VHF
signals commonly used in televi-
sion broadcasting — have been
considered unusable for anything
more than transmitting data be-
tween two sites in full view of
each other.

The new technology was devel-
oped by a Freehold, N.J,, start-up
company called Cellular Vision of

New York Inc. Company officials
said the technology would make it
possible to undercut, by more
than half, the prices of cable tele-
vision companies, which deliver
their signals over wires.
Impressed by the results from
two years of technical tests, the
F.C.C. today proposed allocating a
big block of superhigh radio fre-
quencies for the new technology
and offering licenses to two com-
panies in each market. Recogniz-
ing Cellular Vision as the pioneer,
the commission tentatively gave
it the chance to choose between a
license for the metropolitan New
York or Los Angeles areas. Li-
censes for other markets will
probably be issued through a lot-
tery process, perhaps as soon as

next summer.
The developers of the technoi-

ogy assert that they can reach
almost every site in a metropoli-
tan area, in part by bouncing sig-
nals off buildings and other ob-
jects until they reach their ulti-
mate destination.

In Brighton Beach, the compa-
ny began offering a package of




Microwave System May Threaten Cable TV
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Cellular technology may rival fiber-optic networks

By Josmie M. Wexler
WASHINGTON. D.C.

A high-speed cellular technology is emerging that

The Federal Communications Commission (FCC) this
month approved the use of “CellularVision,” a technology
patented by CellularVision in Freehold, N.J., for running
high-bandwidth applications over the nation’s airwaves.
Traffic traveling in CellularVision’s 27.5- to 29.5-GHz FM
radio band could include videoconferencing, high-definition
television, medical imaging, multimedia and high-speed data,
according to CellularVision inventor Bernard Bossard.

Bossard said uncompressed information could travel at
about 1G bit/sec. and that the technology requires a transceiv-
er and modem at each communicating site.

How the FCC will allocate the CellularVision spectrum
remains a question--and one that will likely determine the use-
fulness of the technology to the business user. Benefits will
depend on “how the FCC decides to divvy up licenses geo-
graphically, how many licenses are granted and how much
spectrum each licensee gets,” said Brian Moir, a partner at
Fisher, Wayland, Cooper and Leader, a Washington, D.C.,
law firm that provides counsel to the International
Communications Association user group.

Nationwide licensing

For example, if the FCC issued a single nationwide license, it
would result in a seamless network for users, who would not
have to contract with several carriers for interconnecting wire-
less segments. This could solve some of the problems faced
by today’s analog cellular telephone networks, where rates
remain high because the spectrum is licensed in local chunks
*“and the interconnect charges between service areas are a for-
tune,” Moir explained.

But the downside of a single license “is that the resources
required to build a system like that [nationwide] are signifi-
cantly higher,” he said.

These issues parallel those with emerging personal commu-
nications networks (PCN), which will someday issue nomadic
users a single, mobile phone number. One PCN proposal to
the FCC from MCI Communications Corp. is to allocate spec-
trum to a small number of consortia nationwide in order to
deliver both the seamlessness and the resources required to
fund the network infrastructure [CW, Nov. 16].

Depending on how the specifics play out, CellularVision
could fill a gap in the growing mobile computer market:
Today’s relatively slow (19.2K bit/sec.) wireless wide-area

CelluiarVision's broadband wireless technology: a new
“ehctronkhwmn
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networks are frustrating users who are accustomed to local-
area network speeds. Also, users such as John Faccibene, vice
president of telecommunications at Garban Ltd., a New York
brokerage firm, said he sees CellularVision’s capabilities as
providing the bandwidth and flexibility for creating virtual
offices or trading floors, particularly in a disaster recovery sit-
uation.

“During the floods here in New York City, a lot of compa-
nies lost their trading rooms,” he said. “Imagine if they had
ability to move to another location via wireless.”

A high-speed wireless network could preclude the expen-
sive and time-consuming task of
laying fiber to all doorsteps to
make services ubiquitous, added
Andrew M. Seybold, publisher of
the “Outlook on Computing”
newsletter. He said that in an urban §
area, “cable is probably cheaper
because I can run a cable down a
major street and pull drops off of it
Each drop would be less expensive
than having a separate transmitter
and receiver at each user location.”

However, he said, “the cable
companies cannot make their sys-
tems two-way [interactive] without
a tremendous upgrade.”

Bossard said several Bell tele-
phone companies have expressed
interest in CellularVision. An
Ameritech Co. spokesman con-
firmed that his company has *had
some conversations with
CellularVision, but it is too early to
assess how it might fit into the
overall scheme of wireless
communications.”
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MARKET & MEDIA

FCC Proposes Using New Technology
To Send Video and Voice by Airwaves

By MARY LU CARNEVALE
Staff Reporter of THE WALL STREET JOURNAL

WASHINGTON — The Federal Commu-
nications Commission proposed using air-
waves (o deliver video and voice in what
could be competition for both cable televi-
sion and local telephone monopolies.

The new technology could open the way
for local telephone companies to provide
two-way video services and other ad-
vanced telecommunications — including
mavies on demand, video teleconferenc-
ing, and telecommuting servees. Other
companies, such as cable TV operators,
could turn around and use the technology
to compete with phone companies.

“The full potential of this technology
has yet to be explored,” said Robert Pep-
per, head of the FCC’s Office of Plans
and Policy. ‘‘But it holds the very exciting
proepect of introducing new services in
both the video and the telecommunications
marketplaces.”

The commission voted, 50, to seek
public comment on its plan to set up the
service in the 28 gigahertz band — a fre-
quency that once was considered too high
to be useful. Under the FCC plan, licenses
would be awarded to two operators in each
of 489 regions across the country. Every
operator would receive a 1000 megahertz
block of spectrum.

The plan grew out of a request by Suite
12 Group, a Freehold, N.J., partnership,
that developed a system to deliver high-
quality video over a network that uses
microcells to transmit signals to a flat,
four-square-inch antenna mounted either
inside or outside a house window. The
partnership recently began offering 49
channels of cable TV programming in
Brooklyn's Brighton Beach neighborhood
for $29.95 a month, according to the com-
pany.

Shant Hovnanian, a company partner,
said the system can be installed for about
$350 a subscriber, less than half the cost of

building a typical cable TV system, and a
fraction of the cost of stringing optical
fiber to homes. The system, known as
Cellularvision, is based on patented tech-
nology invented by Bernard Bossard, an-
other partner.

Several telephone company and cable
TV officials reached yesterday said that
Suite 12's technology and the FCC action
was a surprise. “We've tried to keep it
quiet until the FCC vote,” Mr. Hovnanian
said, adding that contentious Washington
proceedings can stifle new technology.

Eventually, Mr. Hovnanian said, com-
pression technology, which shrinks the
amount of data needed to transmit video
signals, would permit video cellular sys-
tems to carry hundreds of channels. Sub-
scribers could be linked through phone
lines or cable networks to ‘‘video juke-
boxes'” that store thousands of movies,
TV programs and other offerings.

The FCC also voted to award Suite 12 a
s0-called pioneer’s preference—a licensing
advantage given to companies that create

services. But the award was for the license
Suite 12 already holds for the New York
area, rather than the license it sought for
Los Angeles.

Separately, the agency proposed adopt-
ing a Motorola Inc. system as the standard
for AM-radio stereo broadcasting. The
FCC said that about 660 of the nation's
5,000 AM stations aiready have converted
to stereo and that 90% of the stereo stations
use the Motorola system.

The commission was directed under a
new law to adopt a single AM stereo
standard, and the proposal is the first step
in that process. Under the proposal, sta-
tions using other stereo systems would
have to stop using them a year after the
rules go into effect next year.
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Cable TV competitors
leap to get foot in door

By WAYNE WALLEY
NEW YORK BUREAU CHIEF

New York—Two new TV services took advantage of
recent Federal Communications Commission rulings last
week, setting up more potential competition for the
cable industry.

CellularVision last week started rolling out its broadband
over-the-air alternative to cable delivery in the Brighton
Beach section of Brooklyn with plans to offer the
microwave service in other areas here in the next 18
months.

The roilout followed the FCC’s Dec. 10 decision to
reallocate spectrum for delivery of TV and
telecommunications services by a super-high FM radio
signal and grant the sole license for the New York
metropolitan area to CellularVision.

In addition, Bell Atlantic last week said it will install
fiber-optic and coaxial cables to carry telephone and “video
dial-tone” service for Future Vision of America Corp. in
Downingtown, Pa.

Future Vision plans to use the system to offer packages,
including 124 TV services, to 38,000 homes in Dover
Township, N.J.

The Bell Atlantic move takes advantage of new FCC
rules adopted earlier this year that allow telephone
companies to offer a video dial-tone for other companies
that want to distribute TV programming.

The two developments, though unrelated, are the latest
in a series of new delivery-system ventures.

Initially, CellularVision says, it plans to target densely
populated areas that don't have cable service, using its new
microwave system to deliver as many as 100 channels.

“There are enough customers to address that aren’t
passed by cable to make us thrive,” said Shant Hovnanian,
a partner in CellularVision of New York.

“I won’t say we will not go after cabled areas, but there
is enough of a market share that is not cabled to make a
business.”

Mr. Hovnanian said the company currently has 200
customers in Brighton Beach and has ordered 100,000 of
the 4'4-inch square antennas it uses in addition to the

necessary transmitters and other equipment.

The company has signed contracts with MA/Com and
Alpha Industries for antenna production and with Hughes
Aircraft and Catel Corp. to manufacture transmitters and
transmitter components.

“This can be the telecommunications system of the
future and be inexpensive as an alternative to fiber optics
because it can deliver what fiber can deliver at a fraction of
the cost,” Mr. Hovnanian said.

The CellularVision system, invented by Bernard
Bossard, a partner in the company, uses a single transmitter
to serve a 28.5 square-mile “cell” and can be linked to
adjacent celis across an area with point-to-point
transmitters.

The signal, which uses a short wavelength in FM format
in the microwave band, is received in the home or office by
the 4'4-inch square flat-panel antenna, which can be
mounted on a windowsill or outside a window.

The antenna is then connected to a TV set-top converter
by coaxial cable.

Currently, CellularVision is charging customers a $50
installation fee to hook up the special antenna and $29.95
for 49 channels, including Showtime and The Movie
Channel.

In Dover Township, Bell Atlantic is planning to install a
combination of fiber-optic and coaxial cables to make its
video dial-tone TV service available through Future Vision.

Future Vision is expected to offer customers 124
channels of programming that can be customized into
packages of 60 channels for each neighborhood.

It will potentially be able to allow subscribers to order
services per day.

The company has yet to set a price for its TV services,
but it is likely to be competitive with the average $33 per
month charged by Adelphia Cable, the holder of the area's
local cable franchise.

Bell Atlantic, which is based in Philadelphia, last week
said it hopes to make similar deals with programming
partners in other cities.#
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BUSINESS
TV’s New Frontier

FCC Proposes
Cellular-Style
Delivery System

By JUBE SHIVER Jr.
TIMES STAFF WRITER

WASHINGTON —The Federal Com-
munications Commission on Thursday
proposed opening the nation’s airwaves
to a breakthrough technology that could
provide a lower-cost aiternative to ex-
isting cable television, fiber-optic and
telephone services.

Already in operation on a trial basis in
Brighton Beach, N.Y., the new technol-
ogy uses super-high-frequency micro-
waves previously believed to be too
weak and volatile for significant com-
mercial applications.

A Freehold, N.J., company called
Cellularvision patented the new tech-
nology, which mimics the operation of
ceilular phone systems. Like ceilular, it
uses an array of transceivers that can
provide, simuitaneously, 41 or more
channeis of cable television; local tele-
phone service; video conferencing, and
even interactive, two-way video com-
muntcations.

The commission signaled its intent on
Thursday to authorize full-scale devel-
opment of the technology by next sum-

A Growing Array of Technologies

echnological advances are opening the door to a broad range of new
telecommunications services:

Local Multi-Point Distribution: Given the go-ahead Thursday by
the FCC, this system uses super-high-frequency microwaves to beam cable
signals, iocai telephone service and interactive video to a compact disc-sized
home antenna. A pilot project is operating in Brighton Beach, N.Y.

Cellular Cable: Can deliver scores of cable TV channels and other
telecommunications services to six-inch, window-mounted antennas. The
technology uses very-high-frequency microwave signals that are beamed
from multiple locations within a single service area.

Wireless Cable: Another microwave-based technology, wireless cable
systems are already emerging in many cities across the country. But they
cannot be used in all areas because of lack of frequencies, and they're subject
to interference from building and trees. They aiso require a larger receiving
dish and have less capacity than the cellular cable technology.

Traditional Cable: Most major cable operators plan to use digital video
compression systems to dramatically increase the capacity of their systems.
The nation's largest operator, Tele-Communications Inc., is working on a
system that will carry 500 channels. Digital systems don’t require changes in
the cables themselves, but do require expensive new converter boxes.

Telephone Networks: New technologies make it possible to send a few
channels over existing copper phone lines. But phone companies are
installing fiber-optic cables in some areas that will make it possible to
increase both quality and capacity. It will be years before fiber-optics
reaches all the way to the home.

Satellites: Today a large and expensive receiving dish is required to

capture TV signals from a satellite. In the future, the size of the dish will be
dramatically reduced. Combined with digital transmission technology, such
satellite systems will be able to deliver hundreds of channels 10 pizza-sized,

mer in 489 local service areas across the
nation. New licenses for operating the
local systems would be awarded by
lottery, an agency official said.

The FCC invited industry officials to
comment on the potentiai impact of the
plan.

Experts say the new system couid
pose a significant competitive threat to
cable—as well as even newer video
technologies, such as direct broadcast
satellite. The new system can deliver
services to homes that can’t be reached
by cable, they note. And its compact
disc-sized antenna is much smaller than
those of many other video services.

“This could be significant competition
to the cable industry.” said Cheryl Tritt,

window -mounted dishes.

—JONATHAN WEBER

chief of the FCC's common carrier
bureau, which is overseeing the new
technology.

“It's a technology worth watching.”
added John J. Sie, chairman of Encore
Media Corp., a Denver-based cable pro-
gram supplier. "It seems to have a much
lower cost” of operation than cabie and
other video technologies.

A cable industry spokeswoman. nev-
ertheless, seemed unfazed.

“Cable television developed and legit-
imized the concept of subscription tele-

vision, so it's no surprise to us that we
would face competition from a variety of
sources,” said Peggy Laramie, a spokes-
woman for the National Cable Televi-
sion Assn.

The new technology is known as
“local multi-point distribution system,”
or LMDS. It is so little known that few
industry officials understood it well
enough Thursday (o speculate how it
might affect the communications indus-
try. which has erupted with a number of

Continued



